This research investigates the Effects of Macroeconomic variables on GDP of Pakistan. Gross Domestic Product (GDP), chief indicator of an economy, shows that for a long time, Pakistan economy was backward. The years after independence, the size of Real GDP, Per Capita GDP and their growth rates was small but improved from 1990.In this study the GDP of the 64 districts in Pakistan at current market prices are considered. The factors which have effects on the gross district product in the year 2010-2011 are measured here. Here Principal Component analysis and Maximum Likelihood method of factor analysis are used for the f f seventeen variables of the gross district products of 64 districts. The results show that seventeen variables contributing to our GDP have been classified into three factors. Then we rename these three factors from principal component analysis as service factor, agriculture & infrastructure factor, and fishing & mining factor. In maximum likelihood method we rename the factors as service factor, agriculture & infrastructure factor, and education factor. At last we compare the factor scores as district-wise for the three factors to reflect their significance. The study finds a clear shift of contribution by the macroeconomic variables to the GDP of Pakistan from agriculture to 'non-agriculture' sectors.
Pakistan are not satisfactory. Many problems are responsible for this unsatisfactory GDP: the shortage of domestic food production, narrow structure of exports, increasing growth rate of imports, failure in the invocation of much Foreign Direct Investment (FDI), a defective banking system with cumulative interest of loans, continuous loss in the public enterprises, poor infrastructure, inefficient taxation, high inflation rate, political instability and the serious deterioration of law and order situation. Its progress can be gleaned from the country's Real Gross Domestic Product (RGDP) growth of 5 percent on average for the period 1990 to 1998 and 4.6 percent for the period 1980 to 1990. The growth rate of Real Gross Domestic Product was above 6 percent on average and in 2010 it was just above 6 percent. All over the world (Pakistan inclusive) GDP has been area of interest to both policy-makers and economists. In past, Pakistan has received annually the equivalent of close to 6% of GDP in foreign assistance, although this figure has declined to around 4% in recent years. Pakistan is significantly dependent on external resources and at the behest of the World Bank and the IMF, Pakistan adopted a set of the short and medium-term economic management. External factors such as export, import, remittances and foreign aid have always played important roles to Pakistan's economy, though the relative importance of various external factors has changed over time. The economy of Pakistan has grown 5-6 per cent per year since 1996 despite inefficient government-controlled enterprises, delays in exploiting natural gas resources, insufficient power supplies, and delayed implementation of economic reform.. The results of the analysis indicate the persistence of regional disparities, a progressive bias toward a poverty trap, and the importance of geography in the convergence process. Shelley G. L. and Wallace The rest of the study is organized as follows. The data and methodology are explained in Section 2. Result Analysis is discussed in Section 3. Concluding remarks are discussed in the last section.
Data and Methodology
The data used in this study were collected from "Statistical Year Book of Pakistan (2011)" published by Pakistan Bureau of Statistics (BBS).By summing over the districts we find the GDP of our country. The central bank has declared 17 variables or sectors as vital in GDP of Pakistan. The factors, having effect on the GDP as well as the comparisons between the 64 districts in our country on the basis of different factors of GDP for the given period have also been studied in this paper. For the purpose of estimation of gross domestic product, it includes 17 sectors: 
In matrix notation the model is, And also that F and ε are independent so,
E Cov
These assumptions and the relation in (2) constitute the orthogonal factor model.
Analysis and Discussion
From the GDP data on seventeen variables in 64 districts for the year 2010-2011, let the variables are defined as: From the table above we can see that, the proportion of total variance explained by the three-factor solution (76.841) is appreciably larger than that for the one factor solution (56.03). In Varimax rotation three-factor solution expresses same proportion of total variance than one factor solution. According to unrotated solution of principal factor analysis we can see that the last 12 variables of the gross district product loads highly on the first factor and might be called as Service factor and first 4 variables loads highly on the second factor and might be called as Agriculture factor. Only one variable "mining and quarrying" loads highly on the third factor and can be renaming as Mining factor. From the table above we can see that, the proportion of total variance explained by the three-factor solution (70.99%) is appreciably larger than that for the one factor solution (55.34%). In Varimax rotation three-factor solution expresses more proportion of total variance than one factor solution.
According to unrotated solution of maximum likelihood analysis we can see that the last 12 variables of the gross district product loads highly on the first factor and might be called as Service factor and first 5 variables loads highly on the second factor and might be called as Agriculture & infrastructure factor. And no variable has high loading on third factor. After Varimax rotation we have found that the "education" variable which had high loading on the first factor ( ) of unrotated solution have high loading on the third factor ( ) of the rotated solution. So according to the rotated solution of maximum likelihood method we can rename the factors as Service, Agriculture & infrastructure, and Education factor respectively. This table represents the top ten districts according to their scores on each factor in descending order. Each district has individual scores on each factor. We can see that the district Dhaka have highest score on the first factor whether the districts Mymenshing and Brahmanbaria have highest scores on second factor and third
Conclusion
From the above analysis, it is evident that three major factors are influencing Pakistan's GDP. The first factor explains the service related activities in industrial and business of the country while the second factor is purely dominated by agricultural and livestock sectors and the last factor is purely dominated by agricultural and livestock sectors. Out of the analysis of GDP data, we find industrial and business sector to be more dominating than the agricultural sector as far as contribution to the GDP is concerned. This indicates a clear shift of contribution to the GDP from agriculture to 'non-agriculture' sectors. The study suggests further analysis of successive year's of GDP data (if available) to investigate if there is any trend in the shift of contributing factors from agriculture to industrial and business sectors in the fiscal year 2010-11.
